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The coronavirus outbreak is a terrible tragedy that has impacted 
individuals, families and communities around the world. For all of us,  
the priority is now to help and protect our fellow human beings, and we 
fully support the measures being taken by authorities around the world. 

From an investment perspective, the impact of the coronavirus shows 
how even the best-laid plans can go “out the window” when the 
unexpected happens. The risks are real and multi-faceted. Supply chains 
are at risk around the world. Consumers are no longer travelling or 
spending. Businesses, at best, are being forced to find ways of operating 
with large parts of their workforce unable to come to work. At worst, 
they are struggling to stay afloat. A recession looks likely at this point. 

The encouraging news is that authorities are on the front foot. For 
instance, the US Federal Reserve took the bold step of cutting interest 
rates to zero in an emergency coronavirus move. Other central banks 
around the world have made similar moves in a concerted bid to 
stabilise economic activity and sentiment.

Fiscal policy will also have a role to play. Governments around the 
world have already announced their intention to provide direct stimulus 
to vulnerable businesses and consumers. This will be instrumental in 
keeping the global economy running until the worst of the outbreak 
passes. The livelihoods of some consumers and smaller businesses 
already look set to be dependent on these policies. Large companies are 
not likely to be spared either, with some already downgrading earnings 
forecasts for the year. 

We’ve dedicated this issue to helping you understand the likely 
economic and financial impact of the virus, and hope that while 
reading, you’ll be reminded to take steps to ensure your portfolio is 
protected from the risks of further volatility.

This environment requires us to rethink our investment thesis for the 
short term. Volatility will continue over the next few months and we 
have taken the decision to reduce risk in portfolios over the short term. 
In the long run, we hope to convince you that uncertainty often breeds 
opportunity and that some attractive asset classes are now cheaper due 
to fear of the outbreak. Should policy responses be successful, these 
investments will likely bounce back and perform well. 

At the very least, we strongly believe investors should not simply  
sell now, just because prices appear to be dropping. As history has 
shown, any rash decision to sell during volatility can often mean  
missing out on a market rebound.

Please stay safe and remember that investing is a long-term game,  
even if it’s sometimes difficult to look beyond the “here and now”  
of the outbreak.

The best-laid plans...

Xian Chan 
Global Head of  
Wealth Insights 

Jan-Marc Fergg, CFA  
Deputy Head of Group  
Wealth Management 

Jan-Marc Fergg Xian Chan
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HSBC Jade Perspectives is a publication 
specifically created for our Jade clients.

It explores the key global themes relevant 
to today’s investors, while explaining their 
diverse implications.



Look for  
“smart-diversifiers“

Tactical view  
(1-3 months): 

A relatively short-term view on asset classes. Tactical asset allocation is an active management strategy 
that deviates from the long-term strategic asset allocation in order to capitalise on economic or market 
conditions that may offer near-term opportunities.  

 Strategic asset allocation view  
(> 12 months):

A relatively long-term view on asset classes. Strategic asset allocation involves maintaining a mix  
of asset classes designed to meet an investor’s risk and return objectives over a long-term horizon,  
rather than take advantage of short-term market opportunities. 

Bonds 

Developed Market Government Bonds   

Emerging Market Government Bonds (local currency)

 Global Investment Grade Corporate Bonds  

Global High Yield Corporate Bonds

Equities 

Global

United States

Eurozone

United Kingdom

Japan

Emerging Markets

Central & Eastern Europe and Latin America

 Asia (excluding Japan)

Investment Views Summary

Starting from March 2020, we offer tactical views on selected equity and fixed income asset 
classes, along with comments that explain our views in more detail on page 16.
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(1-3 months)

   

   

  

     

Strategic view 

(>12 months)

   “Overweight” implies a positive tilt towards the asset class, within the context of a well-diversified, typically multi-asset portfolio.

 “Underweight” implies a negative tilt towards the asset class, within the context of a well-diversified, typically multi-asset portfolio.

     “Neutral” implies neither a particularly negative nor a positive tilt towards the asset class, within the context of a well-diversified, 
typically multi-asset portfolio.

Investment themes

Take a breath and 
don’t panic 

1

Prepare for volatility 
over the coming 

months

2 3

Consider opportunities 
for the long term

4

At a glance
A summary of Q2 2020 HSBC Jade Perspectives
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Coronavirus impact on financial markets 

Global risk assets have sold off sharply and volatility has surged amid the global outbreak of coronavirus.

The following four themes will help you navigate the complex landscape over the next 3 months.

Stock market volatility tops the level seen in financial crisis
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Source: Refinitiv Datastream, Chicago Board Options Exchange Volatility Index (VIX), as of 17 Mar 2020. 
Past performance is not an indication of future returns. The value of units may go down as well as up.

Source: HSBC Global Asset Management, as of 17 Mar 2020. For full investment views, please see page 16.



Coronavirus 
Volatility: The Smart 
Investor’s Playbook

We explore each of these themes in more detail over the following pages.  
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•   One of the worst things an investor can do right now is 
sell all, or even a substantial chunk, of their equities, 
especially if they have suffered big losses.

•   Market movements during volatility tend to be larger 
than normal, so you run the risk of missing out on the 
rebounds if you cash out.

•   “Timing the market” is notoriously difficult. Focus on 
“time in the market” instead.

•   Traditional “safe-haven” investments are now very 
expensive and investors should consider additional 
ways of diversifying. 

•   A multi-asset portfolio approach, where investment 
decisions are made by full-time professionals against 
your risk target or budget, would be a smart option 
right now.

•   If available, another option could be to include 
alternative investment strategies in a diversified 
portfolio. These aim to deliver absolute returns 
uncorrelated to market conditions.

Take a breath and 
don’t panic 

Look for “smart 
diversifiers”

| 

2

4

•   Despite being positive on equities for the long term,  
we expect volatility over the coming months.

•   We have amended our investment views to recognise 
the short-term risks.

•   We have downgraded Equities from Overweight to 
Neutral in the short term, and upgraded Investment 
Grade Corporate Bonds from Underweight to Neutral.

•   Long-term prospective returns on equities are  
now more attractive for investors who can 
stomach short-term volatility.

•   Within equities, Emerging Market (EM) equities, 
particularly Asia, are especially attractive.

•   Emerging Markets have more scope for policy 
actions than a lot of the Developed Market 
economies.

Prepare for 
volatility over the 
coming months

Consider 
opportunities for 
the long term

The following four themes will help you navigate the complex landscape over the next 3 months.
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Coronavirus in the spotlight

Investors come in many shapes and sizes, but right now they 
all have one thing in common: fear. The global stock market 
is down more than 20% for the year now2. The question 
of whether US stocks can sustain their bull run has been 
answered with a resounding “no”. While few would have 
predicted that a global pandemic would trigger the selloff, 
the US is now formally in bear-market territory, having fallen 
over 20% from its peak in February.

The selloff has been widespread across most markets 
globally, with even traditionally “defensive” sectors like 
healthcare or utilities falling victim. The selloff has been non-
discerning across different industry sectors. On the flipside, 
any government bond that’s considered even remotely safe 
has been in high demand, and bond yields are now even 
lower than before. Witness the proverbial “flight to safety”.

Financial markets are delicately balanced. Which way will they tip?
Imagine our current volatility as a weighing scale. On one side are investors, fearful for the global economy and wondering 
how much worse the virus will get. 

On the other side, we have the measures taken by 
authorities around the world. These include control and 
limitation measures to limit viral spread, monetary stimulus 
to lower the cost of corporate debt and fiscal stimulus to 
support vulnerable consumers through this challenging 
period. The authorities have not held back so far, with the US 
Federal Reserve (Fed) cutting interest rates to zero and the 
European Central Bank (ECB) increasing quantitative easing. 
Attention is now focused on how much fiscal stimulus 
governments will inject. 

Investors eagerly process each new bit of information.  
When the implications of a new development are unclear 
 (as in the case of coronavirus), they may well feel that the 
only safe option is to sell now and figure it all out later.  
We should therefore expect markets to be choppy and 
volatile in the short term, as further news breaks about  
the virus and its economic and financial implications.

Fear in the markets
The smart investor’s response

Xian Chan 
Global Head of  
Wealth Insights 

Strategically, over a longer time horizon, we are still 
Overweight1 on equities and the selloff has now created a 
more attractive entry point for investors who can stomach 
short-term volatility.

Tactically, we are now more cautious over the next 3 
months:

•   We are downgrading global equities from Overweight to  
Neutral, on the expectation that corporate earnings will  
deteriorate significantly in the short term, particularly  
in developed markets. 

•  We prefer higher quality bonds, and we are upgrading  
investment grade corporate bonds from Underweight  
to Neutral.  

Key takeaways 

Global Equities

Corporate Bonds

1 “Overweight” implies that, within the context of a well-diversified, 
typically multi-asset portfolio, and relative to relevant internal or 
external benchmarks, HSBC Global Asset Management has (or 
would have) a positive tilt towards the asset class.

1 “Underweight” implies that, within the context of a well-diversified, 
typically multi-asset portfolio, and relative to relevant internal or 
external benchmarks, HSBC Global Asset Management has (or 
would have) a negative tilt towards the asset class.

1 “Neutral” implies that, within the context of a well-diversified, 
typically multi-asset portfolio, and relative to relevant internal 
or external benchmarks, HSBC Global Asset Management has 
(or would have) neither a particularly negative nor a positive tilt 
towards the asset class.

Source: Refinitive datastream, as of 17 Mar 2020. 
Past performance is not an indication of future returns. The value of units may go down as  
well as up.
Note: the chart shows total returns of asset classes in USD dollar (USD). Asset class 
performance is represented by different Indices - Global Equities: MSCI ACWI Net Total Return 
Index; Global Listed Property: FTSE EPRA Nareit Developed Index; Global High Yield Corporate 
Bonds: Bloomberg Barclays Global High Yield Corporate Total Return Index; Global Investment 
Grade Corporate Bonds: Bloomberg Barclays Global Aggregate Corporate Total Return Index; 
Emerging Market Local Currency Government Bonds: Bloomberg Barclays Emerging Market 
Local Currency Government Total Return Index.;Global Government Bonds: Bloomberg 
Barclays Global Aggregate Treasuries Total Return Index.

Year-to-Date Performance till 17 March 2020
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Source: HSBC Global Asset Management, March 2020. Any views expressed were held at the time of preparation and are subject to change without notice. While any forecast, 
projection or target where provided is indicative only and not guaranteed in any way. HSBC Global Asset Management (UK) Limited accepts no liability for any failure to meet 
such forecasts, projection or target.

Growth Concerns Versus Optimism For Policy Stimulus

2 As of 17 Mar 2020.

Growth Concerns versus optimism for policy stimulus

Policy OptimismGrowth Concerns
Concerns over the economic 
impact of COVID-19 and the 

spillover to corporate 
fundamentals

Optimism that policy measures 
– both fiscal and monetary – can 

mitigate the economic costs

Market
Volatility
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Four themes to guide investors over the 
coming months

1  Take a breath and don’t panic 

One of the worst things an investor can do right 
now is sell all, or even a substantial chunk, of their equities - 
especially if they’ve already suffered significant losses. 

In volatile times, market movements tend to be larger than 
normal - up as well as down. So, if you’ve cashed out, you 
risk missing out on strong and unexpected market rebounds. 
In fact, missing even one day of major gains can be 
damaging. According to data from 2004 to 20143, portfolios 
that missed out on the top 20 performing days during this 
period would have been significantly harmed. 

 

Whereas “timing the market” is notoriously difficult, the  
right strategy is, in fact, to focus on “time in the market”. 
Staying invested is key.

2  Prepare for volatility over the coming months

We expect the economic outlook to remain uncertain, 
with see-sawing markets and persistent volatility, and  
have therefore made several short-term changes to  
our investment views (covering the next 3 months).

We are downgrading global equities from Overweight 
to Neutral, on the expectation that corporate earnings will 
deteriorate significantly in the short term, particularly in 
developed markets. We still think equities are an attractive 
investment over the long term but caution is warranted for 
now. We stress this is a modest reduction and NOT a call to 
sell everything.

We are upgrading investment grade corporate bonds 
from Underweight to Neutral. With yields on government 
bonds now even lower, the excess yield available on 
investment grade corporate bonds looks more attractive. 
Corporate bonds are also more reasonably priced, and 
reflect some of the risks of a global recession, as well as 
deterioration in corporate earnings. 

While we’re maintaining our Underweight position 
on core government bonds, we acknowledge that they 
still have a place in a diversified portfolio. Although these 
assets have performed well during volatile times, with 
their yields at an unprecedented low we do have concerns 
about their ability to rally much further (and offer the same 
diversification benefits). Nonetheless, in times of stress, 
government bonds should still provide investors with shelter 
from the volatility of equity markets. 

It’s vital that you take steps now to optimise your portfolio, 
while ensuring the right level of exposure for your risk 
tolerance. That means including high quality bonds, even 
though valuations on core government bonds are particularly 
expensive right now. These allocations should be looked on as 
a form of portfolio insurance, particularly for the short-term.

Source: Refinitive datastream, as of 17 Mar 2020.
Past performance is not an indication of future returns. The value of units may go down as 
well as up.

10 Year Government Bond Yields: Low and Unattractive10-year government bond yields
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3  Look for “smart diversifiers”

A multi-asset portfolio approach, where investment 
decisions are made by full-time professionals against  
your risk target or budget, would be a smart option  
amid the current uncertainty.

As an alternative, investors could consider additional ways 
of diversifying. Alternative investment strategies, which aim 
to deliver absolute returns uncorrelated to market conditions, 
should be considered if available.

4  Consider opportunities for the long term

With uncertainty comes opportunity. This matters to 
long-term investors because cheaper entry points  
to global equity markets now exist. This means that 
long-term prospective returns on equities are now higher 
than they were before, making them more attractive for 
investors with a longer-term time horizon. Remember 
that it’s extremely difficult to time the market and call the 
absolute bottom so it’s worth considering the opportunities. 

Within equities, we think that Emerging Market (EM) 
equities, particularly in Asia, are especially attractive 
from a long-term perspective. Emerging Markets have 
more scope for policy action than, say, the Eurozone and 
Japan, and indeed we’ve already seen authorities in China 
and other Asian markets take aggressive fiscal and monetary 
action to support the economy. Lower energy prices should 
also help EM markets that are “non-petro” economies. 

Because Asia was forced to confront the coronavirus a 
few months before the rest of the world, the continent 
is arguably closer to returning to some semblance of 
normal life. This can only be positive Asian economies and, 
correspondingly, for EM and Asian investments. 

Why Market Timing Could Cost Returns
Returns from USD100,000 invested from 2004 till 2014
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USD 200,000

USD 250,000

USD 100,000

USD 150,000

USD 50,000

0

5.5%

8%

0.5%

3%

-2%

USD
210,200

7.7%

USD
150,500

4.7%

USD
118,500

1.7%

-1.7%

Fully 
invested

Top 10 days 
missed

Top 20 days 
missed

Top 5 days 
missed

USD
84,200

Returns from USD 100,000 invested from 2004 to 2014

Source: Bloomberg, MSCI Daily Total Return Gross World Index (GDDUWI index) 
Past performance is not an indication of future returns. The Value of units may go 
down as well as up.

3 The period 2004-2014 was selected because it includes the Global Financial Crisis and 
European Debt Crisis, along with other volatile periods.



Coronavirus in the spotlight

COVID-19 is now spreading around the world, threatening 
an abrupt halt to the global expansion, with stringent 
containment measures causing a sharp slowdown in 
production and consumer spending. Effects were initially  
felt in mainland China and much of the Asian region, but 
as the virus itself continues to spread abroad, economic 
disruption is increasingly being felt around the world.

The initial hit to activity in mainland China is very evident 
in the collapsing PMIs (a measure of economic trends 
in the manufacturing sector), a sharp fall in investments 
and exports, a record drop in industrial production and 
plummeting retail sales (see Chart 1), particularly for cars.  
As the draconian measures implemented to contain the  
virus are lifted, restart rates among large companies are  
now reported to be close to 90% and electricity consumption 
and traffic congestion rates suggest activity is starting to 
tick up. But even as policy support continues, the pace of 
improvement in activity in mainland China may be hindered 
by the weakness elsewhere.

In Europe, governments are implementing tough restrictions 
to limit contagion of the virus, with large parts of the 
economy – from transport and education to retail and 
recreation – seeing a sharp fall-off in demand as the countries 
go into lockdown. For policymakers, the key aim will be to 
prevent mass layoffs and insolvencies, which could trigger a 
deeper, more prolonged recession and higher loan defaults. 
In response, the European Central Bank has announced 
more generous credit terms for banks and increased asset 
purchases by EUR120 billion until year-end (on top of the 
EUR20 billion in monthly purchases). However, we believe the 
optimal response would be targeted fiscal policy, with such 
measures including tax breaks, suspension of bills  
and mortgage payments, and direct cash transfers. 

The economic  
impact of COVID-19
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To combat the outbreak in the US, the Federal Reserve (Fed) 
has cut rates back to historical lows of 0-0.25% (including 
a one percentage point cut on 15 March), announced asset 
purchases of USD700 billion and lowered the discount rate 
to encourage bank lending to households and businesses. 
These aggressive steps are an effort to reassure markets, 
but with monetary policy moving ever closer to the limits of 
its options, more reliance may be placed on fiscal support. 
The US has so far signed a USD8.3 billion emergency 
funding package into law for vaccine development, medical 
equipment, and aid to both state and local governments. 
In addition, the administration is planning to congressional 
approval for a massive USD1trn stimulus package.

Elsewhere, an increasing number of countries have been 
announcing support measures to blunt the market impact 
of COVID-19. These include the UK cutting rates and 
announcing a sizeable fiscal spending and financial support 
packages; Japan increasing asset purchases (especially for 
exchange-traded funds) and new loan facilities for banks; 
and New Zealand cutting rates by 75 basis points alongside 
a NZD12 billion stimulus package (4% of GDP).

We believe more policy stimulus will be required globally to 
halt the decline in financial market sentiment. However, this 
is unlikely to alter the fortunes of those areas of demand that 
are being most affected by the virus (e.g. tourism). Only clear 
signs that the pace of infection is slowing and normal activity 
is starting to resume will do that.

Source: Markit, HSBC; NB: Last data point is Feb 2020.

Mainland China retail sales have collapsed this year
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At a glance
COVID-19 is having a significant impact  
on the global economy 

Growth in mainland China may start to 
recover in the first half of 2020 but take 
longer to normalise in the US and Europe

Policymakers globally have announced 
significant stimulus measures to support 
markets, but more will be required
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The worldwide spread of COVID-19 has created 
unprecedented volatility in financial markets, driven by fears 
over the economic impact and intense levels of uncertainty 
about what happens next. While the economic environment 
remains very difficult and the way forward is unusually 
uncertain, the significant moves that we have seen in financial 
markets should create opportunities for long-term investors.

The economic outlook is very challenging

COVID-19 represents a very significant challenge for the global 
economy. What initially began in China as localised shock 
with negative repercussions for the global supply-chain, has 
now become a “sudden stop” interrupting global business, 
household and other economic activity around the globe.

•   COVID-19 has gone global. In a little over seven weeks, 
the COVID-19 outbreak has developed from what was 
perceived to be localised problem with 278 recorded  
cases in Mainland China on 20 January 2020, to a  
global pandemic.

•   Global economic activity is deteriorating, as containment 
measures are implemented.  Evidence from China shows a 
sharp deterioration in manufacturing and services sectors, 
as authorities try to control the spread of the virus. It is 
now both a shock to the “demand-side” of the economy 
and the “supply-side”.

•   Global financial market volatility. High levels of volatility in 
financial markets amplify these economic pressures and 
put the global system under further stress. 

Taken together, these elements mean that a global recession 
is now the most likely outcome. And that recession is 
likely to feel quite sharp, based on the experience of Asian 
economies during the SARS epidemic of 2003.

The critical question for investors, however, will depend on 
how deep and long the economic slowdown is likely to be. 
Part of that will be determined by how quickly and widely 
COVID-19 spreads through the world, and how disruptive to 
economic life the containment measures taken by authorities 
are. But it will also be important to understand how labour 
markets and financial systems respond.

Policy provides support

The good news is that policy-makers are responding to this 
fast-moving situation.

Controlling the spread of the disease and the initial shocks 
to the global economy are outside of what is possible for 
monetary and fiscal policy to control. That needs to be the 
focus of health policy. But economic policy-makers can make 
sure that the health crisis doesn’t become a financial crisis.

We have already seen a number of countries innovate with 
new monetary policy tools, and combine those with co-
ordinated fiscal policy support. The speed of response, and 
the level of policy ingenuity has been impressive. Policy 
makers are taking advantage of low inflation and low bond 
yields to provide significant economic support to the system.

Uncertainty is here to stay, but there is a  
silver lining

For now, we expect the economic outlook to remain 
unusually uncertain, and volatility in markets will be 
elevated. It is a tricky phase for investors. That means 
that we think a cautious strategy is warranted in the 
near term. There is a lot of adverse news about the 
economy and there are many “unknown unknowns”.

But “patience is a virtue”. And while the environment is 
very challenging, there is a “silver lining”. Recent market 
moves reflect an awful lot of bad news about the future 
for the economy and for businesses. If policy makers 
can be effective in the measures that they are taking, 
then recent market moves may be too pessimistic.  
That means that investment returns for long-run 
investors would have improved materially. We think  
that is a “silver lining” for those with a long-term mind 
set, and a clear long-term savings plan.

Adapting to a  
volatile environment
How should we think about our investment portfolios in this environment?

Source: Macrobond, HSBC Global Asset Management, as at 18 March 2020. Past 
performance is not a reliable indicator of future performance.

Note: Asset class performance is represented by different Indices - US Equities: S&P 500 
index; Developed Markets Equities (excluding US): MSCI ACWI ex US Net Total Return 
Index; Emerging Markets Equities (excluding US): MSCI Emerging Market Index.
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Joseph Little  
Global Chief Strategist,  
HSBC Global Asset Management 

Key takeaways
A global recession is now the most  
likely outcome.

We expect the economic outlook to  
remain uncertain, and volatility in markets 
will be elevated.

The significant moves seen in financial 
markets should create opportunities for 
long-term investors.



Latest asset class views

Tactical view (1-3 months): a relatively short-term view on asset classes. Tactical asset allocation is an active management 
strategy that deviates from the long-term strategic asset allocation in order to capitalize on economic or market conditions that 
may offer near-term opportunities.  

Strategic asset allocation view (> 12 months): a relatively long-term view on asset classes. Strategic asset allocation is a practice 
of maintaining a mix of asset classes which should meet an investor’s risk and return objectives over a long-term horizon and is 
not intended to take advantage of short-term market opportunities.

    “Overweight” implies that, within the context of a well-diversified, typically multi-asset portfolio, and relative to relevant 
internal or external benchmarks, HSBC Global Asset Management has (or would have) a positive tilt towards the asset class.

   “Underweight” implies that, within the context of a well-diversified, typically multi-asset portfolio, and relative to relevant 
internal or external benchmarks, HSBC Global Asset Management has (or would have) a negative tilt towards the asset class.

     “Neutral” implies that, within the context of a well-diversified, typically multi-asset portfolio, and relative to relevant internal 
or external benchmarks, HSBC Global Asset Management has (or would have) neither a particularly negative nor a positive 
tilt towards the asset class.

Source: HSBC Global Asset Management, as of 16 Mar 2020.

Note: views are based on regional HSBC Global Asset Management Asset Allocation meetings held throughout March 2020, HSBC Global Asset Management’s longterm expected 
return forecasts which were generated as at 29 February 2020, our portfolio optimisation process and actual portfolio positions. These views are not to be taken as an investment advice 
or recommendation to buy or sell investments or guarantee of returns, and are subject to change without prior notice. Please refer to the latest Investment Monthly or your relationship 
manager for more long-term asset class views.
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Investment Views

Government bonds 
Developed Markets

Corporate bonds 
Global High Yield

Alternatives  

Corporate bonds 
Global Investment Grade 

Global equities 

Government bonds 
Emerging Market (EM), local currency

Tactical view

At current valuations, it is uncertain if this 
asset class can act as a reliable portfolio 
diversifier. We prefer other diversifiers.

Tactical view

Since the downside risk continues to be high 
as downgrades and defaults pick up, we are 

downgrading this asset class and prefer 
higher-quality corporate bonds. 

Tactical view

We believe margin-related liquidation and 
profit-taking may curb gold gains in the  

near term.

Tactical view

Rising spreads already reflect increasing risks 
of a global recession and deterioration in 

earnings. We advocate a defensive 
positioning, looking for higher quality issuers, 

and avoiding impacted sectors.

Tactical view

We are downgrading equities because 
volatility is high and a global recession now 

seems probable on the back of the COVID-19 
pandemic. Given the elevated short-term risk 

we adjust our tactical view to neutral.

Tactical view

Prospective returns look appealing and EM 
central banks have scope to reduce policy 

rates to support growth in light of the 
coronavirus risk.

Strategic view

Prospective returns look very low and  
the market is already pricing in a very 

pessimistic growth scenario. 

Strategic view

We are watching this asset class closely because 
valuations are now more attractive and reflect  

its inherent risks.

Strategic view

“Risk-off” sentiment and its safe-haven status 
should support gold, but we retain our neutral 

stance due to its high valuation.  

Strategic view

Corporate fundamentals are beginning to 
come under pressure and valuations are 

relatively unattractive.

Strategic view

Recent market performance has materially 
increased prospective returns. A much looser 
global policy setting means there is scope for 

a recovery in risk assets once global 
economic conditions stabilise.

Strategic view

This asset class benefits from high 
prospective returns and supportive policy to 
bolster growth, but diverging economic and 

political regimes in the EM universe also 
mean that being selective is key.



Regional equity views (>12months)

Source: HSBC Global Asset Management, as of 16 Mar 2020.

Note: views are based on regional HSBC Global Asset Management Asset Allocation meetings held throughout March 2020, HSBC Global Asset Management’s longterm expected return 
forecasts which were generated as at 29 February 2020, our portfolio optimisation process and actual portfolio positions. These views are not to be taken as an investment advice or 
recommendation to buy or sell investments or guarantee of returns, and are subject to change without prior notice. Please refer to the latest Investment Monthly or your relationship manager 
for more long-term asset class views.

  “Overweight” implies that, within the context of a well-diversified, typically multi-asset portfolio, 
and relative to relevant internal or external benchmarks, HSBC Global Asset Management has  
(or would have) a positive tilt towards the asset class.

  “Underweight” implies that, within the context of a well-diversified, typically multi-asset portfolio, 
and relative to relevant internal or external benchmarks, HSBC Global Asset Management has  
(or would) have a negative tilt towards the asset class.

  “Neutral” implies that, within the context of a well-diversified, typically multi-asset portfolio,  
and relative to relevant internal or external benchmarks, HSBC Global Asset Management has  
(or would have) neither a particularly negative or positive tilt towards the asset class.
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United States 

Emerging Markets (EM)

Asia (excluding Japan)

Central & Eastern Europe  
and Latin America

United Kingdom

Eurozone 

Japan

Tactical view

The risk of a US recession has significantly 
increased. Corporate earnings are likely to 

come under significant pressure and defaults 
will increase.

Tactical view

Emerging market equities tend to  
outperform on the back of Chinese stimulus. 

We continue to prefer Asian markets to  
other equity markets.

Tactical view

Valuations are attractive, and aggressive 
fiscal and monetary actions have been 

introduced to support the economy in China 
and other Asia markets. Lower energy prices 

should also be supportive. 

Tactical view

Growth could be impacted by the rise of 
COVID-19, while geopolitical tensions remain 

elevated in many regions.

Tactical view

A further deterioration in UK growth and 
corporate fundamentals is likely to be the 

major challenge.

Tactical view

Monetary policy support is constrained and there 
are political hurdles to coordinated fiscal support in 
the Eurozone. The export-dependent and globally-

integrated manufacturing hub makes Eurozone 
vulnerable to a weaker global growth environment.

Tactical view

Monetary policy support in Japan is constrained. 
Given its weak fourth-quarter GDP performance 

and high reliance on trade, the market is  
probably already in recession territory.

Strategic view

Corporate earnings have been  
outperforming other regions.

Strategic view

Emerging markets have more policy  
space to help stabilise economic  

conditions than developed markets. 

Strategic view

We think this asset class offers attractive 
prospective returns. Economic growth in Asia has 

held up relatively well and macroeconomic 
structural characteristics are better than in other 

EM regions.

Strategic view

Our stance is neutral here, due to signs of  
slower growth momentum and heightened  
political tensions in Latin America, which  
diminish the case for bearing equity risk.

Strategic view

UK equities remain attractive compared to  
other developed market equities. Further  

clarity on Brexit this year may support  
domestically-focused stocks.

Strategic view

European equities remain cheap relative to 
other developed markets. The European 

Central Bank has been proactive in 
supporting bank lending to the real economy 

and increasing asset purchases.

Strategic view

We’re overweight on Japanese equities due to 
low valuations. Japanese authorities have 

implemented policy easing, including a sizeable 
fiscal stimulus package and liquidity measures/

asset purchases by the Bank of Japan.
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Markets Review

Source: Bloomberg, as at 17 March 2020. Investment involves risks. Past performance is not indicative of future performance. For illustrative purpose only. 

Note: total returns of asset classes are shown in local currencies, unless otherwise stated. Equities performance is represented by different Indices – Global Equities: MSCI ACWI 
Net Total Return Index (USD). US Equities: S&P 500 Index (USD). UK Equities: FTSE 100 Index (GBP). Eurozone Equities: EURO STOXX 50 (EUR). Japan Equities: Nikkei 225 Index 
(JPY). Emerging Market Equities: MSCI Emerging Net Total Return Index (USD). Central & Eastern Europe Equities: MSCI Emerging Markets Eastern Europe Net Total Return 
Index (USD). Latin America Equities: MSCI Emerging Latin America Net Total Return Index (USD). Asia (excluding Japan) Equities: MSCI AC Asia Pacific ex Japan Net Total 
Return Index (USD). Mainland China Equities: Shanghai Stock Exchange Composite Index (CNY). India equities: S&P BSE SENSEX Index (INR). Hong Kong Equities: Hang Seng 
Index (HKD). Singapore Equities: FTSE Straits Times Index (SGD). South Korea Equities: Korea Stock Exchange KOSPI Index (KRW). Taiwan Equities: Taiwan Stock Exchange 
Weighted Index (TWD).

Source: Bloomberg, as at 17 March 2020. Investment involves risks. Past performance is not indicative of future performance. For illustrative purpose only. 

Note: total returns of asset classes are shown in US dollar (USD), unless otherwise stated. Bonds performance is represented by different Indices – Government Bonds: Global 
Government Bond (Hedged, USD): Bloomberg Barclays Global Aggregate Treasuries Total Return Index (Hedged, USD); US Government Bond: Bloomberg Barclays US 
Government Total Return Index; Long-dated Treasury Bond: Bloomberg Barclays Long US Treasury Total Return Index; Short-dated Treasury Bond: Bloomberg Barclays Short 
Treasury Total Return Index; Eurozone Government Bond: S&P Eurozone Sovereign Bond Total Return Index (EUR); Investment Grade Corporate Bonds: Global Investment 
Grade Corporate Bond (Hedged, USD): Bloomberg Barclays Global Aggregate Corporate Total Return Index (Hedged, USD); USD Investment Grade Corporate Bond: Bloomberg 
Barclays US Corporate Total Return Index; EUR Investment Grade Corporate Bond: Bloomberg Barclays Euro Aggregate Corporate Total Return Index (EUR); Asian Investment 
Grade Corporate Bond: Markit iBoxx USD Asia ex-Japan Corporates Investment Grade Total Return Index. High Yield Corporate Bonds: Global High Yield Corporate Bond 
(Hedged, USD): Bloomberg Barclays Global High Yield Corporate Total Return Index (Hedged, USD); USD High Yield Corporate Bond: Bloomberg Barclays US Corporate High 
Yield Total Return Index; EUR High Yield Corporate Bond: Bloomberg Barclays Pan-European High Yield Total Return Index (EUR); Asian High Yield Corporate Bond: Markit iBoxx 
USD Asia excluding Japan High Yield Total Return Index. Emerging Market Bonds: Emerging Market Government Bond (Local Currency): Bloomberg Barclays Emerging Market 
Local Currency Government Total Return Index; Emerging Market Aggregate Bond (Hard Currency): Bloomberg Barclays Emerging Market Hard Currency Aggregate Total Return 
Index; Emerging Market Asian Bond: Markit iBoxx USD Asia excluding Japan Total Return Index. 
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United States
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United States

USD Investment Grade

Eurozone (EUR)

EUR Investment Grade

Asia

Asia Investment Grade

Emerging Market Government 
Bond (Local Currency)

Emerging Market Aggregate 
Bond (Hard Currency)

Emerging Market Asian Bond
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Global Bond Markets Performance
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Global Equity Markets Performance

Eurozone

Japan

Mainland China

India

Asia excluding Japan (USD)

Latin America (USD)

Central & Eastern Europe (USD)

Emerging Markets (USD)

United Kingdom

United States

Global (USD)

Hong Kong

Singapore

South Korea

Taiwan

US Treasuries and global government bonds have performed well with bond yields decreased to record lows as prices 
surged, as investors seek a safe haven. On corporate bonds, high-yield underperformed higher-quality bonds, as 
markets are now increasingly concerned about the potential increase in corporate defaults.

The global stock market is down over 20%, with US equities now officially in bear-market territory. The coronavirus has 
emerged as a global risk and markets have sold off significantly. In the developed world, Eurozone equities have fared the 
worst, while Asian equities have performed better despite also being in negative territory. 
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Alternative investments: a broad term referring to 
investments other than traditional cash and bonds and may 
include real estate, hedge funds, private equities and 
commodities investments, among other things. Some of these 
investments may offer diversification benefits within a portfolio. 

Asset class: a group of securities that show similar 
characteristics, behave similarly in the marketplace, and are 
subject to the same laws and regulations. The main asset  
classes are equities, fixed income, and commodities.

Asset allocation: the allocation of funds held on behalf of an 
investor to various categories of assets such as equities, 
bonds and others, based on their investment objectives.

Company fundamentals: the intrinsic value of a company 
as analysed by looking at its revenue, expenses, assets, 
liabilities and other financial aspects.

Diversification: often referred to as “not putting all your 
eggs in one basket”, diversification means to invest in a 
variety of different markets, products and securities to spread 
the risk of loss.

Fiscal policy: the use of government spending and tax policies 
to influence macroeconomic conditions such as aggregate 
demand, employment, inflation and economic growth.

Investment strategy: the internal guidelines that a fund 
follows in investing the money received from its investors.

Inflation: the rise in the general price levels of goods and 
services in an economy over a period of time.

Monetary policy: process by which the authorities of a  
country control the supply of money. This often involves 
targeting a rate of interest for the purpose of promoting 
economic growth and stability.

Quantitative easing (QE): also known as large-scale asset 
purchases, is a monetary policy whereby a central bank buys 
government securities or other financial assets from the 
market in order to increase the money supply and encourage 
lending and investment.

Strategic asset allocation: a practice of maintaining a mix 
of asset classes which should meet an investor’s risk and 
return objectives over a long-term horizon and is not intended 
to take advantage of short-term market opportunities.

Tactical asset allocation: also known as “managed 
futures”, this strategy takes long (buy) positions on securities 
whose prices are trending upwards and/or short (sell) 
positions on securities whose prices are trending downward. 

Volatility: a term for the fluctuation in price of financial 
instruments over time.
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This document is prepared by The Hongkong and Shanghai Banking Corporation Limited (‘HBAP’), 1 Queen’s Road Central, Hong Kong. HBAP is incorporated in Hong Kong and is part of the HSBC 
Group. This document is distributed by HSBC Bank Canada (including its subsidiaries HSBC Investment Funds (Canada) Inc. (‘HIFC’), HSBC Private Wealth Services (Canada) Inc. (‘HPWS’), and the 
HSBC InvestDirect (‘HIDC’) division within HSBC Securities (Canada) Inc.), HSBC Bank (China) Company Limited, HSBC France, HBAP, HSBC Bank (Singapore) Limited, HSBC Bank Middle East 
Limited (UAE) and HSBC UK Bank Plc (collectively, the “Distributors”) to their respective clients. This document is for general circulation and information purposes only.

The contents of this document may not be reproduced or further distributed to any person or entity, whether in whole or in part, for any purpose. This document must not be distributed in any 
jurisdiction where its distribution is unlawful. All non-authorised reproduction or use of this document will be the responsibility of the user and may lead to legal proceedings. The material contained 
in this document is for general information purposes only and does not constitute investment research or advice or a recommendation to buy or sell investments. Some of the statements contained 
in this document may be considered forward looking statements which provide current expectations or forecasts of future events. Such forward looking statements are not guarantees of future 
performance or events and involve risks and uncertainties. Actual results may differ materially from those described in such forward-looking statements as a result of various factors. HBAP and the 
Distributors do not undertake any obligation to update the forward-looking statements contained herein, or to update the reasons why actual results could differ from those projected in the forward-
looking statements. This document has no contractual value and is not by any means intended as a solicitation, nor a recommendation for the purchase or sale of any financial instrument in any 
jurisdiction in which such an offer is not lawful. The views and opinions expressed herein have been sourced from HSBC Global Asset Management at the time of preparation, and are subject to 
change at any time. These views may not necessarily indicate HSBC Global Asset Management‘s current portfolios’ composition. Individual portfolios managed by HSBC Global Asset Management 
primarily reflect individual clients’ objectives, risk preferences, time horizon, and market liquidity.

The value of investments and the income from them can go down as well as up and investors may not get back the amount originally invested. Past performance contained in this document is not 
a reliable indicator of future performance whilst any forecasts, projections and simulations contained herein should not be relied upon as an indication of future results. Where overseas investments 
are held the rate of currency exchange may cause the value of such investments to go down as well as up. Investments in emerging markets are by their nature higher risk and potentially more 
volatile than those inherent in some established markets. Economies in emerging markets generally are heavily dependent upon international trade and, accordingly, have been and may continue 
to be affected adversely by trade barriers, exchange controls, managed adjustments in relative currency values and other protectionist measures imposed or negotiated by the countries with which 
they trade. These economies also have been and may continue to be affected adversely by economic conditions in the countries in which they trade. Investments are subject to market risks, read all 
investment related documents carefully.

This document provides a high level overview of the recent economic environment and has been prepared for information purposes only. It has not been prepared in accordance with legal 
requirements designed to promote the independence of investment research and is not subject to any prohibition on dealing ahead of its dissemination. It is not intended to provide and should not 
be relied on for accounting, legal or tax advice. Before you make any investment decision, you may wish to consult a financial adviser. In the event that you choose not to seek advice from a financial 
adviser, you should carefully consider whether the investment product is suitable for you. You are advised to obtain appropriate professional advice where necessary.

We accept no responsibility for the accuracy and/or completeness of any third party information obtained from sources we believe to be reliable but which have not been independently verified.

Important Information about HSBC Global Asset Management (Canada) Limited (“AMCA”)

HSBC Global Asset Management is a group of companies that are engaged in investment advisory and fund management activities, which are ultimately owned by HSBC Holdings plc. AMCA is a 
wholly owned subsidiary of, but separate entity from, HSBC Bank Canada.

Important Information about HSBC Investment Funds (Canada) Inc. (“HIFC”)

HIFC is the principal distributor of the HSBC Mutual Funds and offers the HSBC Pooled Funds through the HSBC World Selection Portfolio service.  HIFC is a subsidiary of AMCA, and indirect 
subsidiary of HSBC Bank Canada, and provides its products and services in all provinces of Canada except Prince Edward Island.  Mutual fund investments are subject to risks. Please read the Fund 
Facts before investing. 

Important Information about HSBC Private Wealth Services (Canada) Inc. (“HPWS”)

HPWS is a direct subsidiary of HSBC Bank Canada and provides services in all provinces of Canada except Prince Edward Island. The Private Investment Management service is a discretionary 
portfolio management service offered by HPWS. Under this discretionary service, assets of participating clients will be invested by HPWS or its delegated portfolio manager in securities, including but 
not limited to, stocks, bonds, pooled funds, mutual funds and derivatives. The value of an investment in or purchased as part of the Private Investment Management service may change frequently 
and past performance may not be repeated.

Important Information about HSBC InvestDirect (“HIDC”)

HIDC is a division of HSBC Securities (Canada) Inc., a direct subsidiary of, but separate entity from, HSBC Bank Canada. HIDC is an order execution only service. HIDC will not conduct suitability 
assessments of client account holdings or of the orders submitted by clients or from anyone authorized to trade on the client’s behalf. Clients have the sole responsibility for their investment decisions 
and securities transactions.

We accept no responsibility for the accuracy and/or completeness of any third party information obtained from sources we believe to be reliable but which have not been independently verified.

THE CONTENTS OF THIS DOCUMENT HAVE NOT BEEN REVIEWED BY ANY REGULATORY AUTHORITY IN HONG KONG OR ANY OTHER JURISDICTION.

YOU ARE ADVISED TO EXERCISE CAUTION IN RELATION TO THE INVESTMENT AND THIS DOCUMENT. IF YOU ARE IN DOUBT ABOUT ANY OF THE CONTENTS OF THIS DOCUMENT, YOU 
SHOULD OBTAIN INDEPENDENT PROFESSIONAL ADVICE.
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Disclosure appendix 

1.  This report is dated as at 18/03/2020. 

2.  All market data included in this report are dated as at close 17/03/2020, unless a different date and/or a specific time of day is indicated in the report. 

3.   HSBC has procedures in place to identify and manage any potential conflicts of interest that arise in connection with its Research business. HSBC’s analysts and its other staff who are involved in 
the preparation and dissemination of Research operate and have a management reporting line independent of HSBC’s Investment Banking business. Information Barrier procedures are in place 
between the Investment Banking, Principal Trading, and Research businesses to ensure that any confidential and/or price sensitive information is handled in an appropriate manner. 

4.   You are not permitted to use, for reference, any data in this document for the purpose of (i) determining the interest payable, or other sums due, under loan agreements or under other financial 
contracts or instruments, (ii) determining the price at which a financial instrument may be bought or sold or traded or redeemed, or the value of a financial instrument, and/or (iii) measuring the 
performance of a financial instrument. 
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